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Meeting: Auditing Standards Board
 
Date: April 29-30, 1998
 
Location: American Institute of CPAs 
1211 Avenue of the Americas 
New York, NY 10036
 
Meeting 
Attendance:
 
Deborah D. Lambert, Chair 
James S. Gerson, Vice-Chair 
John L. Archambault 
Andrew J. Capelli 
Richard Dieter 
John A. Fogarty, Jr. 
Stephen D. Holton 
J. Michael Inzina 
Norwood J. Jackson, Jr. 
Charles E. Landes 
Stephen McEachern 
Kurt Pany 
Alan Rosenthal 
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I. CHAIR AND VICE CHAIR'S REPORT 
Deborah D. Lambert, Chair, and James S. Gerson, Vice 
Chair, reported on the Audit Issues Task Force (AITF) 
meetings of February 18, April 2 and April 28, 1998. 
Copies of the highlights for each meeting are attached. 
D. Lambert also distributed a letter she had written to the 
AICPA Insurance Companies Committee (committee) 
commending it for its efforts with regard to the National 
Association of Insurance Commissioners (NAIC) 
Codification of Statutory Accounting Principles 
(Codification) project. The letter summarized an update 
that the committee had provided to the AITF at its April 
2, 1998 meeting. The letter also reflects the AITFs 
recommendation that the committee determine whether 
audit guidance is needed (1) for auditors engaged to 
audit a company whose state of domicile does not adopt 
the Codification guidance as its foundation for statutory 
accounting principles, and (2) in connection with 
implementation and other issues related to the adoption 
George H. Tucker 
W. Ronald Walton
  
Other Participants 
 
Thomas Ray, Director, Audit and Attest 
Standards 
Julie Anne Dilley, Technical Manager, 
Audit and Attest Standards 
Gretchen Fischbach, Technical 
Manager, Audit and Attest Standards 
Kim Gibson, Technical Manager, Audit 
and Attest Standards 
Jane M. Mancino, Technical Manager, 
Audit and Attest Standards 
Judit M. Sherinsky, Technical Manager, 
Audit and Attest Standards
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of the Codification by the states. 
II. DIRECTOR'S REPORT 
Thomas Ray, AICPA Director—Audit and Attest 
Standards, reported on the following matters to the ASB. 
A. International Auditing Practices Committee 
The International Auditing Practices Committee 
(IAPC) met during the first week in March, in Rome, 
Italy. The following are some of the significant 
results from the meeting. 
 The IAPC voted to issue an International 
Auditing Practices Statement (IAPS) on 
environmental liabilities. An IAPS is 
interpretative guidance designed to help 
auditors in applying International Standards 
on Auditing (ISAs) in specific circumstances. 
Certain respondents to the exposure draft 
expressed concern that the draft IAPS had 
the effect of increasing the auditors 
responsibility for environmental liabilities 
beyond what would be required by the ISAs. 
The IAPC believes it alleviated those concerns 
in the final IAPS. 
 The IAPC voted to expose for comment a 
draft IAPS on the Year 2000 Issue. Australia 
took the lead on this project and prepared 
draft guidance based principally on guidance 
issued in the United Kingdom and the U.S. 
During the IAPC meeting, the U.S. delegation 
expressed concern that the auditors 
responsibility for misstatements caused by 
the Year 2000 Issue, as described in the 
IAPS, exceeded the responsibility for 
misstatements as described in the ISAs (see 
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paragraph 20 of the proposed IAPS). 
However, the IAPC voted to expose the 
document without changing the statement of 
responsibility. The ASBs International 
Auditing Standards Task Force is developing a 
comment letter on the exposure draft. The 
exposure period ends on April 30. 
 The project to develop a new ISA on 
prospective financial information has been 
shelved until the IAPC agrees on the 
framework for reporting on the credibility of 
information (the assurance services 
framework). 
B. Meeting With Canada and the United Kingdom 
T. Ray met with Diana Hillier, Director—Auditing 
Standards, of the Canadian Institute of Chartered 
Accountants (CICA), and Jon Grant, Technical 
Director for the Auditing Practices Board (APB) in 
the United Kingdom, in Toronto, Canada. Matters 
discussed over the two-day meeting included the 
ASBs strategic plan and the status of ongoing 
projects, and the CICAs and APBs projects and 
priorities, IAPC strategy and areas where we may 
be able to work together.  
C. Year 2000 Issue Regulatory Activity 
T. Ray participated in a recent meeting of the 
AICPA Stockbrokerage and Investment Banking 
Committee. The meeting included representatives 
from the Securities and Exchange Commissions 
Division of Market Regulation, and the Commodity 
Futures Trading Commission (CFTC). John Fogarty 
and Andrew Capelli, ASB members, also attended 
the meeting. The group discussed the AICPAs 
response to the SECs proposal to require certain 
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assertions, and independent attestation thereon, 
from certain broker-dealers regarding actions to 
address the Year 2000 Issue. SEC representatives 
expressed interest in working with the AICPA to 
develop a mutually satisfactory way to address the 
SECs objectives. The group also discussed a 
proposal being developed by the CFTC staff that 
would interpret the CFTCs definition of a material 
inadequacy to include certain year 2000 non-
compliance conditions. The group expressed 
reservations about the CFTCs proposal.  
D. Meeting With APB Chair. 
E. D. Lambert, J. Gerson and T. Ray met with Ian 
Plaistowe, Chair of the U.Ks APB. Topics of 
discussion included IAPC strategy and areas where 
we may be able to work jointly. 
III. AGENDA ITEMS PRESENTED AT MEETING 
OWNERSHIP, EXISTENCE, AND VALUATION (File 
Ref. No. 2405)  
The Ownership, Existence, and Valuation task force is 
considering the auditors responsibility for auditing 
financial statement assertions about financial 
instruments. Stephen Holton, the new chair of the task 
force, presented an outline of a proposed SAS that would 
provide a general framework for auditing all financial 
instruments. The proposed SAS would supersede SAS No. 
81, Auditing Investments, the scope of which only 
includes (1) debt and equity securities, as that term is 
defined in Financial Accounting Standards Board (FASB) 
Statement of Financial Accounting Standards (SFAS) No. 
115, Accounting for Certain Investments in Debt and 
Equity Securities, and (2) investments accounted for 
under Accounting Principles Board Opinion No. 18, The 
Equity Method of Accounting. The proposed SAS also 
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would provide guidance on how an auditor obtains a 
sufficient understanding of an entitys internal control to 
plan the audit in situations in which a separate 
organization, such as a custodian or broker dealer, 
processes financial instrument transactions for an entity 
or maintains custody of its financial instruments. The ASB 
directed the task force to prepare a draft of a proposed 
SAS based on the outline. The task force will present the 
draft at the July 1998 ASB meeting.  
SAS 59 AND THE YEAR 2000 ISSUE: 
A working group of the AITF drafted interpretations of 
SAS No. 59, The Auditors Consideration of an Entitys 
Ability to Continue as a Going Concern. The 
interpretations were sent to the ASB for "fatal flaw" 
review on March 6, 1998. At its April 2, 1998 meeting, 
the AITF reviewed the changes made to the 
interpretations in response to comments received during 
the "fatal flaw" comment period. The AITF recommended 
minor changes and asked the ASB to review the revised 
draft at its April 29-30, 1998 meeting. 
James S. Gerson, Chair, and Gretchen Fischbach, Staff 
Liaison, of the SAS 59 Year 2000 working group 
presented the revised draft of the interpretation to the 
ASB. After minor editorial changes, the ASB approved the 
interpretations for issuance. 
AUDIT OF SEGMENT DISCLOSURES (File Ref. No. 
2165) :  
Alan Rosenthal, chair of the Audit of Segment Disclosures 
Task Force (task force), provided the Board with 
background on this project. SAS No. 21, Segment 
Disclosures, was issued in December 1977 to provide 
guidance to auditors on audit issues related to the 
implementation of SFAS No. 14, Financial Reporting for 
Segments of a Business Enterprise. In June 1997, the 
Page 6 of 9ASB Meeting Minutes, April 29-30, 1998
3/10/2009http://www.aicpa.org/Professional+Resources/Accounting+and+Auditing/Audit+and+Attest+Standards/Auditing+Standards+B...
FASB issued SFAS No. 131, Disclosures about Segments 
of an Enterprise and Related Information, which 
supersedes SFAS No. 14. The auditing guidance 
contained in SAS No. 21 is inappropriate for audits of 
financial statements of entities that have implemented 
SFAS No. 131. 
At the October 1997 AITF meeting, A. Rosenthal and John 
A. Fogarty, Jr., presented a paper recommending that 
SAS No. 21 be rescinded and not be replaced with 
standards-level guidance, since auditing segment 
disclosures is not likely to raise any substantive issues 
that have not been addressed in the auditing literature 
that has been developed over the last twenty years. 
Accordingly, they suggested that an interpretation would 
be an appropriate form of guidance. The AITF and 
representatives of the Auditing Standards Board (AuSB) 
of the Canadian Institute of Chartered Accountants 
(CICA) agreed to undertake the project jointly. 
A proposed interpretation was distributed to the ASB for 
"fatal flaw" review with a comment deadline of May 19. 
The CICA AuSB will discuss the interpretation on May 13. 
The task force hopes to finalize the interpretation for 
issuance by the end of May. 
The ASB was asked to vote on the rescission of SAS No. 
21 (Summary of Board Preference Vote follows). 
Summary of Board Preference Vote 
Audit of Segment Disclosures (File Ref. 2165) 
 
 For Against Abstain Absent
Should SAS 
No. 21 be 
rescinded for
audits of 
financial 
13 - - 2
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ELECTRONIC DISSEMINATION TASK FORCE (File 
Ref. No. 2505)  
John L. Archambault, Chair, and Kim Gibson, Staff 
Liaison, Electronic Dissemination Task Force, presented 
an update on the task forces progress. On May 1, 1998, 
the task force will issue a questionnaire to the AICPA 
membership via AICPA On-Line, regarding electronically 
published financial statements. The questionnaire is also 
available by fax or phone. The results of the 
questionnaire will be used to help the task force develop 
appropriate guidance on the topic. The AICPA marketing 
team will compile the results of the questionnaire and the 
task force will report the results at the September 15 17, 
1998 ASB meeting. The task force anticipates publishing 
the results of the questionnaire and issuing guidance by 
the end of the year.  
SAS No. 70 APS (File Ref. No. 4322)  
The SAS No. 70 Auditing Procedure Study (APS) Task 
Force (task force) has revised the APS, Implementing 
SAS No. 70, Reports on the Processing of Transactions by 
Service Organizations, to reflect the changes introduced 
by SAS No. 78, Consideration of Internal Control in a 
Financial Statement Audit: An Amendment to SAS No. 
55, and other recently issued standards. The revised APS 
was reviewed by ASB members Stephen Holton and 
Andrew Capelli. George Tucker, Chair of the task force, 
presented a brief summary of the principal changes made 
statements 
of entities 
that have 
implemented
Statement 
No. 131?
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 to the document. The reviewers recommended that 
certain editorial changes be made to the APS, including a 
change in the title so that readers will be aware that the 
APS contains guidance for user auditors. The document 
will be placed into production shortly. 
See Attachment to Highlights of Auditing Standards Board 
Meeting  
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